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Answer any FOUR (4) of the EIGHT (8) questions provided 


Using diagrams, outline the controversy surrounding the Hicks-Kaldor compensation 
principle. 


With the aid of a diagram, illustrate and explain returns to scale in the context of long-run 
production functions. 


With the aid of a diagram, illustrate and explain the behaviour of a revenue-maximising 


monopolist with a minimum profit constraint. 


Using a utility possibilities frontier, explain how economists can make judgements about 


the relative efficiency of different allocations between consumers. 


In the case of an agricultural support program, which sets a quota above demand at a 
support price, with the aid of a diagram illustrate and explain the effects on consumer 


payments, taxpayer expenditures and the long-term consequences to the agricultural sector. 


With the aid of a diagram, explain why vouchers increase demand and ration coupons 


reduce demand. 


Define the concepts of market failure and government failure and briefly outline their main 


sources. 


"Moral hazard presents problems for the efficient design of optimal methods of delivering 
public goods and services". Discuss. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 


result in the cancellation of all marks for this examination. 
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